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Zhibek Oil & Gas

Merty Energy

Central Asia and Other Interests

Zhibek Resources Ltd

Zhibek Resources Ltd (ZRL) holds a
72% interest in Joint Stock Company
KNG Hydrocarbons, which holds the
Tash Kumyr and Pishkoran exploration
licences in the Kyrgyz Republic.

During October 2008, Xtract expects

to enter into a farm-out agreement
with a well-known Australian quoted
company in order to fund a significant
seismic and drilling programme on the
Tash Kumyr prospect during 2008-09.
If completed as expected, the partner
will fund 85% of a US$10m investment
programme to earn 75% of the shares
in ZRL.

25.0%

issued stock owned by Xtract
given successful completion
of farm-out agreement

Other Interests

Xtract has established a joint venture
partnership with Alraed Limited
Investment Holding Company WLL
to evaluate and develop oil shale
projects in Morocco. Xtract holds 70%
of the joint venture. Through another
wholly owned subsidiary, Sermines,
Xtract retains some licences for gold
exploration in the Sonora belt region
of Mexico.

Business Development

Turkey

In August 2008, Xtract announced the
completion of a definitive agreement
with Merty Energy, (‘Merty’) of Turkey
for an investment in a new exploration
and production joint venture. Xtract and
Merty, together, aim to create a new
mediume-sized oil and gas exploration
and production business initially
focused on Turkey, where Merty has
particular expertise and experience.

Xtract and Merty will initially have
20% and 80% interests respectively.
Xtract has agreed to fund the initial
work programme and Merty will
apply for the transfer of a portfolio of
seven licence interests into the joint
venture company, Extrem Energy A.S.
Xtract has the option to increase its
shareholding in Extrem Energy to 34%
by contributing a further US$3.5 million
before 30 June 2009.

20.0%

ownership by Xtract

Our Strategy

Our mission is to grow shareholder
value by identifying and investing
within a diversified portfolio of early
stage energy sector technologies and
businesses with very significant growth
potential.

We will do so by building and
managing a portfolio of energy assets
where the cost of entry is relatively low
but where there is very considerable
upside potential.

By holding a portfolio of private and
public company investments, Xtract
aims to offer investors access to
otherwise unlisted opportunities
together with financial flexibility and
liquidity.

Xtract works closely with management
teams to ‘Unlock Energy Potential’ from
their assets through critical technical
inputs, board-level experience and

the application of corporate finance
expertise.

The Company and its management
are aware of the challenges presented
during the current volatile market
conditions and will adjust the Group’s
strategy to respond appropriately to
address a continuing downturn and/or
a subsequent period of opportunity.

We will continue to consider business
development prospects in both
traditional and renewable energy
sectors and focus upon jurisdictions
that are familiar to us and which do not
rely on public sector subsidy for their
success.



“Gains totalling £2.9 million were
recognised from the disposal of
21.5 million shares held in MEO
Australia Limited (MEO) during

the period.”

Morocco Oil Shale

On the 23 July 2008, Xtract established a

joint venture company with Alraed Limited
Investment Holding Company WLL, to evaluate
and develop oil shale projects in Morocco.
Xtract has a 70% ownership stake in the joint
venture. The joint venture company, Xtract
Energy (Oil Shale) Morocco SA, signed on

29 July 2008 a Memorandum of Understanding
with the Office National des Hydrocarbures

et des Nines in Morocco for the purposes of
evaluation and possible development of an

oil shale deposit near Tarfaya, in south west
Morocco.

Financial Summary Table

Decline in Share Price of MEO Australia Limited
In the period subsequent to year end the share
price of available for sale investment MEO
Australia has declined from AUD $0.495 at

30 June 2008 to AUD $0.21 at 30 September
2008. This has an impact of reducing the

value of that investment and available for

sale reserve of £8,484,943 at prevailing
exchange rates. Management do not see this
as a permanent decrease in the value of this
investment, therefore there is no impact to the
income statement of this movement.

18 months
30 June 2007

12 months
30 June 2008

(Em) (Em)
Consolidated income result from continuing operations
(year/period)
Administrative and operating expenses 2.89 1.71
Other gains and losses 5.34 6.03
Negative goodwill - 5.73
Profit/(Loss) after tax 0.02 7.88
Earnings/(loss) per share 0.00p 1.59p
Consolidated balance sheet position (as at)
Intangible assets — Mining rights & exploration expenditure 10.49 11.60
Investments — in associates 3.90 23.82
Financial Assets 15.96 3.21
Cash 6.36 1.58
Total assets 39.82 41.07
Total equity 30.08 32.38
Total equity — number of issued shares (million) 751.76 704.23
Listed portfolio information (as at 30 June 2008) E£million
at Market Value
MEQ Australia (ASX:MEOQ) 59,147,814 14.09
shares
Wasabi Energy (ASX:WAS) 153,176,786 1.87
shares
Total market value of portfolio 15.96

Xtract Energy Annual Report & Accounts 2008 |




Consolidated Income Statement

Year ended 30 June 2008
Year ended Period ended
30 June 2008 30 June 2007
Note £000 £000
Continuing operations
Administrative and operating expenses (2,885) (1,707)
Share of results of associates 14 (1,707) (362)
Operating loss (4,592) (2,089)
Investment revenue 4 207 99
Finance costs 8 - (128)
Other gains and losses 4 5,340 6,034
Negative goodwill on acquisition of subsidiary - 5,730
Profit before tax 955 9,666
Tax expense 9 (932) (1,787)
Profit for the period from continuing operations 23 7,879
Discontinued operations
Loss for the year/period from discontinued operations 17 (811) (407)
(Loss)/profit for the year/period (788) 7,472
Attributable to:
Equity holders of the parent (788) 6,284
Minority interest - 1,188
(788) 7,472
Net (loss)/earnings per share
From continuing operations
Basic (pence) 10 0.00 1.59
Diluted (pence) 10 0.00 1.37
From continuing and discontinued operations
Basic (pence) 10 (0.12) 1.49
Diluted (pence) 10 (0.11) 1.29
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Consolidated and Company statements of recognised

income and expenditure

Year ended 30 June 2008
Group Company
Year ended Period ended Year ended Period ended
30 June 2008 30 June 2007 30 June 2008 30 June 2007
Note £000 £000 £000 £000
(Losses)/gains on revaluation of available-for-sale
investments taken to equity 21 (1,963) 782 1,973 782
Unwinding of fair value gains on transfer to investment
in associate 21 (547) - (547) -
Revaluation of intangible assets — acquisition of subsidiaries 21 - 962 - -
Exchange differences on translation of foreign operations 21 829 (18) - -
Tax credit/(expense) on items taken directly to equity 21 540 (235) (663) (235)
Net (loss)/gain recognised directly in equity (1,2412) 1,491 763 547
Transferred to income statement on sale
of available-for-sale investment (1,558) - (1,868) -
(Loss)/profit for the year/period 21 (788) 7,472 (703) (907)
Total recognised income and expense for
the year/period (3,487) 8,963 (1,808) (360)
Attributable to:
Equity holders of the parent (3,487) 7,775 (1,808) (360)
Minority interests - 1,188 - -
(3,487) 8,963 (1,808) (360)
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Consolidated and Company Balance Sheets

As at 30 June 2008
Group Company
As at Asat Asat Asat
30 June 2008 30 June 2007 30 June 2008 30 June 2007
Note £000 £000 £000 £000
Non-current assets
Intangible assets 11 10,494 11,601 406 406
Property, plant and equipment 12 28 231 5 2
Investments in associates 14 3,900 23,818 - -
Investments in subsidiaries 13 - - 19,101 19,101
Financial assets 15 15,962 3,206 1,869 3,206
Loans to subsidiaries - - 802 980
Deferred tax asset 18 595 312 - -
30,979 39,168 22,183 23,695
Current assets
Inventories - 16 - -
Derivative financial instruments 15 23 9 9 9
Trade and other receivables 16 130 293 102 83
Cash and cash equivalents 16, 23 6,362 1,582 6,201 952
Assets held for sale 17 2,324 - - -
8,839 1,900 6,312 1,044
Total assets 39,818 41,068 28,495 24,739
Current liabilities
Trade and other payables 19 439 375 353 119
Current tax liabilities 19 3,636 698 347 -
Loans from subsidiaries - - 4,293 -
Liabilities directly associated with assets
classified as held for sale 17 69 - - -
4,144 1,073 4,993 119
Net current assets 4,695 827 1,319 925
Non-current liabilities
Deferred tax liabilities 18 5,595 7,616 83 235
Total liabilities 9,739 8,689 5,076 354
Net assets 30,079 32,379 23,419 24,385
Equity
Share capital 20, 21 752 704 752 704
Share premium account 21 24,394 23,800 24,394 23,800
Share based payments reserve 21 956 411 611 411
Available for sale reserve 21 (2,981) 547 (558) 547
Revaluation reserve 21 962 962 - -
Exchange translation reserve 21 811 (18) - -
Retained earnings 21 5,276 6,064 (1,780) (1,077)
Equity attributable to equity holders of the parent 30,170 32,470 23,419 24,385
Minority interest 21 (91) (91) - -
Total equity 30,079 32,379 23,419 24,385

The financial statements were approved by the board of directors and authorised for release on 14 October 2008. They were signed on its

behalf by Andy Morrison, Director.
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Consolidated and Company Cash Flow Statements

Year ended 30 June 2008
Group Company

Year ended Period ended Year ended Period ended
30 June 2008 30 June 2007 30 June 2008 30 June 2007
Note £000 £000 £000 £000
Net cash used in operating activities 22 (2,431) (1,634) (1,221) (769)

Investing activities
Interest received 4 207 99 193 99
Government grants 4 119 66 - -
Purchase of property plant and equipment 12 (83) (65) (5) (2)
Disposal of property plant and equipment - 11 - -
Acquisition of intangible assets (78) (282) - (69)
Disposal of trading investments 665 2,326 665 -
Purchase of trading investments 15 (433) (406) (423) (406)
Disposal of available for sale investments 15 1,086 - - -
Purchase of available for sale investments 15 (424) - - -
Disposal of associates 14 9,751 - 1,581 -
Acquisition of associates 14 (4,223) (2,973) (735) -
Acquisition of subsidiaries, net of cash acquired - (149) - (2,796)
Net cash from/(used in) investing activities 6,587 (1,373) 1,276 (3,174)

Financing activities
Interest paid - (80) - (128)
Proceeds on issue of shares — placing 20 - 5,500 - 5,500
Proceeds on issue of shares — warrants 20 642 1,004 642 1,004
Proceeds received on exercise of options in subsidiary - 639 - -
Short term loan repayments - (3,436) = (1,489)
Loans to subsidiaries - - 178 (956)
Loans from subsidiaries - - 4,293 -
Share issue expenses - (354) - (354)
Net cash from financing activities 642 3,273 5,113 3,577
Net increase/(decrease) in cash and cash equivalents 4,798 266 5,268 (366)
Cash and cash equivalents at beginning of year/period 1,582 1,321 952 1,318
Effect of foreign exchange rate changes (18) (5) (19) -
Cash and cash equivalents at end of year/period 6,362 1,682 6,201 952
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Notes to the Consolidated Financial Statements
Period ended 30 June 2008

1. GENERAL INFORMATION

Xtract Energy plc is a company incorporated in the United Kingdom under the Companies Act 1985. The address of the registered office
is 27 Albemarle Street, London W1S 4DW. The nature of the Group’s operations and its principal activities are set out in the operating and
financial review.

The comparative information relates to the 18 month period ended 30 June 2007.

These financial statements are presented in pounds sterling because that is the currency of the primary economic environment in which
the group operates. Foreign operations are included in accordance with the policies set out in note 2.

In the current year, the Group has adopted IFRS 7 Financial Instruments: Disclosures which is effective for annual reporting periods
beginning on or after 1 January 2007, and the related amendment to IAS 1 Presentation of Financial Statements. The impact of the
adoption of IFRS 7 and the changes to IAS 1 has been to expand the disclosures provided in these financial statements regarding
the Group's financial instruments and management of capital (see note 23). Four interpretations issued by the International Reporting
Interpretations Committee are effective for the current period. These are: IFRIC 7 Applying the Restatement Approach under IAS 29,
Financial Reporting in Hyperinflationary Economies; IFRIC 8 Scope of IFRS 2; IFRIC 9 Reassessment of Embedded Derivatives; and
IFRIC 10 Interim Financial Reporting and Impairment. The adoption of these interpretations has not led to any changes in the Group's
accounting policies.

At the date of authorisation of these financial statements, the following Standards and Interpretations which have not been applied in these
financial statements were in issue but not yet effective:

IFRS8  Operating Segments
IFRIC 11 IFRS 2 — Group and Treasury Share Transactions

The directors anticipate that the adoption of these Standards and Interpretations in future periods will have no material impact on the
financial statements of the Group except for additional disclosures on capital and financial instruments when the relevant standards come
into effect for reporting periods commencing on or after 1 January 2008.

2. SIGNIFICANT ACCOUNTING POLICIES

BASIS OF ACCOUNTING AND GOING CONCERN

These financial statements have been prepared in accordance with International Financial Reporting Standards (“IFRS") and IFRIC
interpretations and with those parts of the Companies Act 1985 applicable to companies reporting under IFRS. Accordingly, the Group
complies with all IFRS, as adopted by the European Union. The financial statements have been prepared under the historical cost
convention modified for certain items carried at fair value, as stated in the accounting policies. A summary of the more important
accounting policies is set out below, and consideration of a material uncertainty relating to the application of the going concern basis is
detailed in note 26.

PARENT ONLY INCOME STATEMENT
Xtract Energy plc has not presented its own income statement as permitted by section 230 (3) of the Companies Act 1985. The loss for the
year is £703,253.

BASIS OF CONSOLIDATION

The consolidated financial statements incorporate the financial statements of the Company and entities controlled by the Company (its
subsidiaries) made up to 30 June each year. Control is achieved where the Company has the power to govern the financial and operating
policies of an investee entity so as to obtain benefits from its activities.

Minority interests in the net assets of consolidated subsidiaries are identified separately from the Group's equity therein. Minority interests
consist of the amount of those interests at the date of the original business combination and the minority's share of changes in equity since
the date of the combination. Losses applicable to the minority in excess of the minority’s interest in the subsidiary’s equity are allocated
against the interests of the Group only to the extent that the minority has a binding obligation and is able to make an additional investment
to cover the losses.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated income statement from the effective
date of acquisition or up to the effective date of disposal, as appropriate.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring the accounting policies used into line with
those used by the Group.

All intra-group transactions, balances, income and expenses are eliminated on consolidation.
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2. SIGNIFICANT ACCOUNTING POLICIES

BUSINESS COMBINATIONS

The acquisition of subsidiaries is accounted for using the purchase method. The cost of the acquisition is measured at the aggregate of the
fair values, at the date of exchange, of assets given, liabilities incurred or assumed, and equity instruments issued by the Group in exchange
for control of the acquiree, plus any costs directly attributable to the business combination. The acquiree’s identifiable assets, liabilities and
contingent liabilities that meet the conditions for recognition under IFRS 3 are recognised at their fair value at the acquisition date.

Goodwill arising on acquisition is recognised as an asset and initially measured at cost, being the excess of the cost of the business
combination over the Group's interest in the net fair value of the identifiable assets, liabilities and contingent liabilities recognised. If, after
reassessment, the Group'’s interest in the net fair value of the acquiree’s identifiable assets, liabilities and contingent liabilities exceeds the
cost of the business combination, the excess is recognised immediately in income statement as “negative goodwill on acquisition”.

The interest of minority shareholders in the acquiree is initially measured at the minority’s proportion of the net fair value of the assets,
liabilities and contingent liabilities recognised.

INVESTMENTS IN ASSOCIATES
An associate is an entity over which the Group is in a position to exercise significant influence, but not control or joint control, through
participation in the financial and operating policy decisions of the investee.

The results and assets and liabilities of associates are incorporated in these financial statements using the equity method of accounting
except when classified as held for sale. Investments in associates are carried in the balance sheet at cost as adjusted by post-acquisition
changes in the Group’s share of the net assets of the associate, less any impairment in the value of individual investments. Losses of the
associates in excess of the Group’s interest in those associates are not recognised.

Any excess of the cost of acquisition over the Group’s share of the fair values of the identifiable net assets of the associate at the date of
acquisition is recognised as goodwill. Any deficiency of the cost of acquisition below the Group's share of the fair values of the identifiable
net assets of the associate at the date of acquisition (i.e. discount on acquisition) is credited in profit or loss in the period of acquisition.

Where a Group company transacts with an associate of the Group, profits and losses are eliminated to the extent of the Group's interest in
the relevant associate. Losses may provide evidence of an impairment of the asset transferred in which case appropriate provision is made
for impairment.

Interest income is accrued on a time basis, by reference to the principal outstanding and at the effective interest rate applicable, which is the
rate that exactly discounts estimated future cash receipts through the expected life of the financial asset to that asset’s net carrying amount.

NON-CURRENT ASSETS HELD FOR SALE
Non-current assets (and disposal groups) classified as held for sale are measured at lower of carrying amount and fair value less costs to sell.

Non-current assets and disposal groups are classified as held for sale if their carrying amount will be recovered through a sale transaction
rather than through continuing use. This condition is regarded as met only when the sale is highly probable and the asset (or disposal group)
is available for immediate sale in its present condition. Management must be committed to the sale which should be expected to qualify for
recognition as a completed sale within one year from the date of classification.

FOREIGN CURRENCIES

The individual financial statements of each Group company are presented in the currency of the primary economic environment in which
it operates (its functional currency). For the purpose of the consolidated financial statements, the results and financial position of each
Group company are expressed in pound sterling, which is the functional currency of the company, and the presentation currency for the
consolidated financial statements.

In preparing the financial statements of the individual companies, transactions in currencies other than the entity’s functional currency
(foreign currencies) are recorded at the rates of exchange prevailing on the dates of the transactions. At each balance sheet date, monetary
assets and liabilities that are denominated in foreign currencies are retranslated at the rates prevailing on the balance sheet date. Non-
monetary items carried at fair value that are denominated in foreign currencies are translated at the rates prevailing at the date when the
fair value was determined. Non-monetary items that are measured in terms of historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items, and on the retranslation of monetary items, are included in profit or loss
for the period. Exchange differences arising on the retranslation of non-monetary items carried at fair value are included in profit or loss for
the period except for differences arising on the retranslation of non-monetary items in respect of which gains and losses are recognised
directly in equity. For such non-monetary items, any exchange component of that gain or loss is also recognised directly in equity.

For the purpose of presenting consolidated financial statements, the assets and liabilities of the Group's foreign operations are translated
at exchange rates prevailing on the balance sheet date. Income and expense items are translated at the average exchange rates for the
period, unless exchange rates fluctuate significantly during that period, in which case the exchange rates at the date of transactions are
used. Exchange differences arising, if any, are classified as equity and transferred to the Group's translation reserve. Such translation
differences are recognised as income or as expenses in the period in which the operation is disposed of.
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Notes to the Consolidated Financial Statements continued
Period ended 30 June 2008

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

FOREIGN CURRENCIES
Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and liabilities of the foreign entity and
translated at the closing rate.

Where a monetary item forms part of a net investment in a foreign operation, exchange differences are recognised in equity.

PURCHASE OF SHARES IN CONTROLLED ENTITY

The cost of the incremental acquisition is measured at the aggregate of the fair value of assets given at the date of exchange, liabilities
incurred or assumed, and equity instruments issued by the Group in exchange for shares purchased in a controlled entity plus any costs
directly attributable to the transaction. The identifiable assets, liabilities and contingent liabilities of a controlled entity are recognised at fair
value at the date of the acquisition, but only to the extent of the incremental proportion of equity acquired.

Any goodwill arising on the purchase of shares in a controlled entity is recognised as an asset and initially measured at cost, being the
excess of the additional cost of shares over the increase of the Group's interest in the net fair value of the identifiable assets, liabilities and
contingent liabilities recognised.

If the increase in the Group's interest in the net fair value of the acquiree’s identifiable assets, liabilities and contingent liabilities exceeds the
cost of the shares purchased, the excess is recognised immediately in the income statement as negative goodwill.

TAXATION
The tax expense represents the sum of the tax currently payable and deferred tax.

Current tax is based on taxable profit for the year. Taxable profit differs from net profit as reported in the income statement because it
excludes items of income or expense that are taxable or deductible in other years and it further excludes items that are never taxable or
deductible. The Group's liability for current tax is calculated using tax rates that have been enacted or substantively enacted by the balance
sheet date.

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of assets and liabilities in the
financial statements and the corresponding tax bases used in the computation of taxable profit, and is accounted for using the balance
sheet liability method. Deferred tax liabilities are generally recognised for all taxable temporary differences and deferred tax assets are
recognised to the extent that it is probable that taxable profits will be available against which deductible temporary differences can be
utilised. Such assets and liabilities are not recognised if the temporary difference arises from the initial recognition of goodwill or from
the initial recognition (other than in a business combination) of other assets and liabilities in a transaction that affects neither the tax profit
nor the accounting profit.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or the asset is realised.
Deferred tax is charged or credited in the income statement, except when it relates to items charged or credited directly to equity,
in which case the deferred tax is also dealt with in equity.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against current tax
liabilities and when they relate to income taxes levied by the same taxation authority and the Group intends to settle its current tax assets
and liabilities on a net basis.

PROPERTY, PLANT AND EQUIPMENT AND INTANGIBLE ASSETS

Oil and gas properties and leases

The costs of oil and gas properties and leases include the cost of acquiring and developing oil and gas properties and leases, together with
any costs reclassified from intangible exploration and evaluation. Qil and gas properties and leases are amortised from the commencement
of production in proportion to the ratio of production in the period to remaining reserves as at the start of the period.

Intangible exploration and evaluation expenditure assets

The costs of exploration properties and leases, which include the cost of acquiring prospective properties and exploration rights, are
capitalised as intangible assets. Exploration and evaluation expenditure is capitalised within exploration and evaluation properties until
such time that the activities have reached a stage which permits a reasonable assessment of the existence of commerecially exploitable
reserves when they are transferred to oil and gas properties and leases. Capitalised exploration and evaluation expenditure is assessed
for impairment in accordance with the indicators of impairment as set out in IFRS 6 Exploration for and Evaluation of Mineral Reserves.
In circumstances where a property is abandoned, the cumulative capitalised costs relating to the property are written off in the period.
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2. SIGNIFICANT ACCOUNTING POLICIES

Other Property, Plant and Equipment

Other tangible fixed assets are recorded at cost, net of accumulated depreciation. Depreciation is provided on all such tangible fixed assets
at rates calculated to write off the cost or valuation of each asset on a straight-line basis over its expected useful life or the life of the
relevant licence, whichever is less, as follows:

Average life in years
Office and computer equipment 3-5
Plant and machinery 7-20

Until they are brought into use, fixed assets and equipment to be installed are included within assets under construction.

The cost of maintenance, repairs and replacement of minor items of tangible fixed assets are charged to the income statement as incurred.
Renewals and asset improvements are capitalised. Upon sale or retirement of tangible fixed assets, the cost and related accumulated
depreciation are eliminated from the financial statements. Any resulting gains or losses are included in the income statement.

Other intangible assets

Intangible assets acquired separately from a business are carried initially at cost. An intangible asset acquired as part of a business
combination is recognised outside goodwiill if the asset is separable or arises from contractual or other legal rights and its fair value can be
measured reliably. Expenditure on internally developed intangible assets, excluding development costs, is taken to the income statement in
the year in which it is incurred. Expenditure relating to clearly defined and identifiable development projects is recognised as an intangible
asset only after all the following criteria are met:

« the project’s technical feasibility and commerecial viability can be demonstrated;
« the availability of adequate technical and financial resources and an intention to complete the project have been confirmed; and
« the correlation between development costs and future revenues has been established.

Expenditure on research activities is recognised as an expense in the period in which it is incurred.

Following initial recognition, the historic cost model is applied, with intangible assets being carried at cost less accumulated amortisation
and accumulated impairment losses. The carrying value of intangible assets is reviewed for impairment whenever events or changes in
circumstances indicate the carrying value may not be recoverable.

IMPAIRMENT OF TANGIBLE AND INTANGIBLE ASSETS EXCLUDING GOODWILL

At each balance sheet date, the Group reviews the carrying amounts of its tangible and intangible assets to determine whether there

is any indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable amount of the asset
is estimated in order to determine the extent of the impairment loss (if any). Where the asset does not generate cash flows that are
independent from other assets, the Group estimates the recoverable amount of the cash-generating unit to which the asset belongs.
An intangible asset with an indefinite useful life is tested for impairment annually and whenever there is an indication that the asset may
be impaired.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value of money and
the risks specific to the asset for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying amount of the
asset (cash-generating unit) is reduced to its recoverable amount. An impairment loss is recognised as an expense immediately, unless the
relevant asset is carried at a revalued amount, in which case the impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is increased to the revised
estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset (cash-generating unit) in prior years. A reversal of an impairment loss is
recognised as income immediately, unless the relevant asset is carried at a revalued amount, in which case the reversal of the impairment
loss is treated as a revaluation increase.

INVENTORIES

Inventories are stated at the lower of cost and net realisable value. Cost comprises direct materials, and where applicable, direct labour
costs and those overheads that have been incurred in bringing the inventories to their present location and condition. Cost is calculated
using the weighted average method. Net realisable value represents the estimated selling price less all estimated costs of completion and
costs to be incurred in marketing, selling and distribution.
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Notes to the Consolidated Financial Statements continued
Period ended 30 June 2008

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

FINANCIAL INSTRUMENTS
Financial assets and financial liabilities are recognised in the Group’s balance sheet when the Group becomes a party to the contractual
provisions of the instrument.

Trade receivables

Trade receivables are measured at initial recognition at fair value, and are subsequently measured at amortised cost using the effective
interest rate method. Appropriate allowances for estimated irrecoverable amounts are recognised in the income statement when there
is objective evidence that the asset is impaired. The allowance recognised is measured as the difference between the asset’s carrying

amount and the present value of estimated future cash flows discounted at the effective interest rate computed at initial recognition.

Investments

Investments are recognised and derecognised on a trade date where a purchase or sale of an investment is under a contract whose terms
require delivery of the investment within the timeframe established by the market concerned, and are initially measured at cost, including
transaction costs.

Investments are classified as either held-for-trading or available-for-sale, and are measured at subsequent reporting dates at fair value.
Where securities are held for trading purposes, gains and losses arising from changes in fair value are included in net profit or loss for the
period. For available-for-sale investments, gains and losses arising from changes in fair value are recognised directly in equity, until the
security is disposed of or is determined to be impaired, at which time the cumulative gain or loss previously recognised in equity is included
in the profit or loss for the period. Impairment losses recognised in profit or loss for equity investments classified as available-for-sale are
not subsequently reversed through profit or loss. Impairment losses recognised in profit or loss for debt instruments classified as available-
for-sale are subsequently reversed if an increase in the fair value of the instrument can be objectively related to an event occurring after the
recognition of the impairment loss.

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly liquid investments that are readily
convertible to a known amount of cash and are subject to an insignificant risk of changes in value.

Financial liabilities and equity
Financial liabilities and equity instruments are classified according to the substance of the contractual arrangements entered into.
An equity instrument is any contract that evidences a residual interest in the assets of the Group after deducting all of its liabilities.

Trade payables
Trade payables are initially measured at fair value, and are subsequently measured at amortised cost, using the effective interest
rate method.

Equity instruments
Equity instruments issued by the Company are recorded at the proceeds received, net of direct issue costs.

Derivative financial instruments

The Group's activities expose it primarily to the financial risks of changes in foreign currency exchange rates. The Group continues to
assess the use of foreign exchange forward contracts to hedge these exposures. The Group does not use derivative financial instruments
for speculative purposes.

The use of financial derivatives is governed by the Group’s board of directors.

Derivatives embedded in other financial instruments or other host contracts are treated as separate derivatives when their risks and
characteristics are not closely related to those of host contracts and the host contracts are not carried at fair value, with gains or losses
reported in the income statement.

SHARE-BASED PAYMENTS

The Group issues equity-settled share-based payments to certain directors and officers and service providers. Equity-settled share-based
payments are measured at fair value (excluding the effect of non market-based vesting conditions) at the date of grant. The fair value
determined at the grant date of the equity-settled share-based payments is expensed on a straight-line basis over the vesting period, based
on the Group's estimate of shares that will eventually vest and adjusted for the effect of non market-based vesting conditions.

Where the value of the goods or services received in exchange for the share-based payment cannot be reliably estimated the fair value
is measured by use of the Black-Scholes model. The expected life used in the model has been adjusted, based on management’s best
estimate, for the effects of non-transferability, exercise restrictions, and behavioural considerations.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)

OPERATING LEASES
Leases where the lessor retains a significant portion of the risks and benefits of ownership of the asset are classified as operating leases
and rentals payable under operating leases are charged in the income statement on a straight line basis over the lease term.

BORROWING COSTS
Borrowing costs are recognised in the income statement in the period in which they are incurred.

GOVERNMENT GRANTS
Government grants towards research and development costs are recognised as income over the periods necessary to match them
with the related costs and are deducted in reporting the related expense.

LOANS AND BORROWINGS

Loans are initially measured at fair value less directly attributable transaction costs. After initial recognition, interest bearing loans are
subsequently measured at amortised cost using the effective interest method. Interest payable is accrued in the income statement using
the effective interest rate method.

3. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

CRITICAL JUDGMENTS IN APPLYING THE GROUP’S ACCOUNTING POLICIES

In the process of applying the Group’s accounting policies, which are described in note 2, management has made the following judgements
that have the most significant effect on the amounts recognised in the financial statements (apart from those involving estimations, which
are dealt with below).

Impairment of intangible assets

The assessment of intangible assets for any indications of impairment involves judgement. If an indication of impairment, as defined in
IFRS 6, exists, a formal estimate of recoverable amount is performed and an impairment loss recognised to the extent that carrying
amount exceeds recoverable amount. Recoverable amount is determined as the higher of fair value less costs to sell and value in use.

The calculation of recoverable amount requires an estimation of the value in use of the cash-generating units to which the intangible assets
are allocated. In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate
that reflects current market assessments of the time value of money and the risks specific to the asset for which the estimates of future
cash flows have not been adjusted.

Tax Provisions

Assessing the outcome of uncertain tax provisions requires judgements to be made regarding the result of negotiations with and enquiries
from tax authorities in a number of jurisdictions. The assessments made are based on the advice from independent tax advisers and the
status of ongoing discussions with the relevant tax authorities.

Going Concern basis
Considerations relating to the application of the going concern basis for preparation of the financial statements are discussed in note 26.

KEY SOURCES OF ESTIMATION UNCERTAINTY

The preparation of financial statements requires management to make estimates and assumptions that affect the amounts reported for
assets and liabilities as at the balance sheet date and the amounts reported for revenues and expenses during the year. The nature of
estimation means that actual outcomes could differ from those estimates. The key sources of estimation uncertainty that have a significant
risk of causing material adjustment to the carrying amounts of assets and liabilities within the next financial year are discussed below.

Share-based payments

The estimation of share-based payment costs requires the selection of an appropriate valuation model and consideration as to the inputs
necessary for the valuation model chosen. The Group has made estimates as to the volatility of its own shares, the probable life of options
granted and the time of exercise of those options. The model used by the Group is the Black-Scholes model.

Measurement of fair value for held for trading and available for sale assets

The estimation of fair value for held for trading assets and available for sale assets is determined based on quoted market prices for assets
where quoted market prices exist. For share options held that are not traded on an open market and therefore have no quoted market
price, an appropriate valuation model is required to be selected and consideration given to the inputs required for that model. In calculating
the fair value of share options held by the Group, the Black-Scholes model has been adopted.

Fair values recognised in business combinations

The estimation of fair values of oil and gas exploration rights and production licences rights and any associated property, plant and
equipment acquired in business combinations involves estimates over the quantities of minerals that may be recovered and the technical
and commercial feasibility of extraction, which may be highly uncertain. Generally, fair values assigned to exploration and evaluation assets
are limited so as not to generate negative goodwill where there is significant uncertainty over the estimates of fair value.
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Notes to the Consolidated Financial Statements continued

Period ended 30 June 2008

4. REVENUE AND OTHER GAINS AND LOSSES

An analysis of the Group’s revenue and other gains and losses is as follows:

Group
Year ended Period ended
30 June 2008 30 June 2007
£000 £000
Continuing operations
Investment revenue:
— Interest on bank deposits 207 99
Total revenue 207 99
Continuing operations
Other gains and losses
— Gains on disposal of associate 2,920 -
— Gains on disposal of available for sale assets 568 -
— Other income 255 -
— Research and development grants (i) 119 66
— Gains on disposal of derivative financial instruments - 1,233
— Increase in the fair value of derivative financial instruments 233 5,091
— Gain/(loss) on dilution of interest in associates (refer to note 14) 1,245 (356)
Total other gains and losses from continuing operations 5,340 6,034
Discontinued operations
Other gains and losses
— Write down of intangible assets (530) -
— Gains on disposal of fixed assets 1 10
Total other gains and losses 4,811 6,044

i) Government grants received in relation to research and development expenditure on oil shale extraction technologies in Australia.
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5. SEGMENT INFORMATION
BUSINESS SEGMENTS

For management purposes, the group is currently organised into two operating divisions — oil & gas exploration, evaluation and
development and oil shale exploitation. These divisions are the basis on which the group reports its primary segment information.

Principal activities are as follows:

» Oil & gas exploration, evaluation and development — of the Group's interests in Kyrgyzstan and the Danish North Sea, the

Netherlands and China. Assets held in Kyrgyzstan are classified as held for disposal, refer to Note 17.
 Qil shale exploitation —including development of technology to produce refinery-acceptable crude oil from the kerogen contained

in oil shale, with the aim of commercial production from shale and related petroleum product exploration rights over mining

tenements in the Julia Creek area of Queensland, Australia and an area in the South of New Zealand.

* Investment and other — carries out investments in various listed resource companies.

Segment information about businesses is presented below.

Year ended 30 June 2008
0il & Gas exploration Oil shale Investment Discontinued
and production exploitation and other operations Consolidated
£000 £000 £000 £000 £000
Segment revenue - - - - -
Administrative and operating expenses (282) (430) (2,455) 282 (2,885)
Share of results of associates (1,491) - (216) - (1,707)
Gains on disposal of fixed assets 1 - - (1) -
Impairment loss (530) - - 530 -
Segment Result (2,302) (430) (2,671) 811 (4,592)
Investment revenue 207
Other gains and losses 5,340
Profit before tax and other gains and losses
from discontinued operations 955
Tax (932)
Loss for the period from discontinued operations (811)
Loss after tax and discontinued operations (788)
Discontinued operations relate entirely to oil and gas exploration and production.
Other information
0il & Gas exploration 0l shale Investment
and production exploitation and other Consolidated
£000 £000 £000 £000
Capital additions — intangible assets 78 - - 78
Capital additions — property, plant and equipment 77 - 6 83
Depreciation and amortisation 25 10 1 36
Balance sheet
Assets
Intangible assets - 10,429 65 10,494
Property, plant and equipment - 23 5 28
Interests in associates 3,900 - - 3,900
Financial assets - - 22,477 22,477
Assets held for sale 2,324 - - 2,324
Other unallocated corporate assets - - - 595
Consolidated total assets 39,818
Liabilities
Financial liabilities - - 439 439
Liabilities directly associated with assets classified as held for sale 69 - - 69
Unallocated corporate liabilities - - - 9,231
Consolidated total liabilities 9,739
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Notes to the Consolidated Financial Statements continued
Period ended 30 June 2008

5. SEGMENT INFORMATION (continued)
BUSINESS SEGMENTS (continued)

Period ended 30 June 2007
0il & Gas
exploration Oil shale Investment Discontinued

and production exploitation and other operations Consolidated
£000 £000 £000 £000 £000
Segment revenue - - - - -
Administrative and operating expenses (335) (395) (1,394) 417 (1,707)
Share of results of associates (362) - - - (362)
Gains on disposal of fixed assets 10 - - (10) 0
Segment Result (687) (395) (1,394) 407 (2,069
Investment revenue 99
Finance costs (128)
Other gains and losses 6,034
Negative goodwill on acquisition of subsidiary 5,730
Profit before tax 9,666
Tax (1,787)
Loss for the period from discontinued operations (407)
Profit after tax 7,472

Discontinued operations relate entirely to oil and gas exploration and production.

Other information

0il & Gas exploration 0l shale Investment

and production exploitation and other Consolidated

£000 £000 £000 £000

Capital additions — intangible assets 198 389 15 602
Capital additions — intangible assets
acquired on acquisition of subsidiaries 2,098 8,820 - 10,918
Capital additions — property, plant and equipment 41 22 2 65
Capital additions — property, plant and equipment
acquired on acquisition of subsidiaries 178 - - 178
Depreciation and amortisation 6 5 - 11
Balance sheet
Assets
Intangible assets 2,288 9,313 - 11,601
Property, plant and equipment 200 29 2 231
Interests in associates 23,818 - - 23,818
Financial assets - - 5,106 5,106
Other unallocated corporate assets - - - 312
Consolidated total assets 41,068
Liabilities
Financial liabilities 137 15 223 375
Unallocated corporate liabilities - - - 8,314
Consolidated total liabilities 8,689
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5. SEGMENT INFORMATION (continued)

GEOGRAPHICAL SEGMENTS
The Group's operations are located in Europe (including UK), Central Asia, and Australia.

The following table provides an analysis of the group’s revenue by geographical market, irrespective of the origin of the goods/services.

Year ended 30 June 2008
Europe
(including UK) Central Asia Australia Total of segments
£000 £000 £000 £000
Segment revenue - - - -
Segment assets 11,339 2,324 26,155 39,945
Capital additions 6 155 - 161

Segment assets of the Groups discontinued operations of £2,324,000 relate to the Central Asia segment. Capital additions relating to

discontinued operations of £155,000 also relate to the Central Asia segment.

Period ended 30 June 2007

Europe
(including UK) Central Asia Australia Total of segments
£000 £000 £000 £000
Segment revenue - - - -
Segment assets 1,466 1,567 8,740 11,773
Capital additions 17 2,677 9,216 11,910
6. PROFIT/(LOSS) FOR THE PERIOD/YEAR
Profit/(Loss) for the period/year has been arrived at after charging/(crediting):
Year ended Period ended
30 June 2008 30 June 2007
£000 £000
Net foreign exchange (gains)/losses a7 39
Research and development costs 310 269
Depreciation of property, plant and equipment 37 11
Share based payments expense (see note 25) 200 152
Staff costs (see note 7) 666 230
Research and development grants (see note 4) (119) (66)
Gain on disposal of property, plant, and equipment ) (10)
Auditors’ remuneration
Year ended Period ended
30 June 2008 30 June 2007
£000 £000
The analysis of auditors’ remuneration is as follows:
Fees payable to the Company'’s current auditor and their associates for the audit of the
Group's annual accounts 80 80
Fees payable to the Company'’s current auditors and their associates for other services to the group:
—the audit of the company's subsidiaries pursuant to legislation 102 -
Fees payable to the Group’s previous auditor for the audit of the Group’s annual accounts for
the year ended 31 December 2005 - 19
Total audit fees 182 99
Fees payable to the Group’s auditor and its associates for other services:
— other services relating to taxation 2 2
— other assurance services relating to interim reviews 25 -
Fees payable to the Group’s previous auditor and its associates for other services:
— other assurance services relating to interim reviews - 33
Total non-audit fees 27 35
209 134
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Notes to the Consolidated Financial Statements continued
Period ended 30 June 2008

7. STAFF COSTS

The average monthly number of employees (including executive directors) was:

Year ended Period ended
30 June 2008 30 June 2007
No. No.
Corporate 25 4
£000 £000
Their aggregate remuneration comprised:
Salaries and fees 666 230
8. FINANCE COSTS
Year ended Period ended
30 June 2008 30 June 2007
£000 £000
Interest on bank overdrafts and loans - 80
Interest on convertible loan notes - 48
- 128
9. TAX
Year ended Period ended
30 June 2008 30 June 2007
£000 £000
Current tax 2,530 698
Deferred tax (note 18) (1,598) 1,089
932 1,787
Corporation tax is calculated at 28% (2007: 30%) of the estimated assessable profit for the year.
Taxation for other jurisdictions is calculated at the rates prevailing in the respective jurisdictions.
The Group tax charge for the period/year can be reconciled to the profit/(loss) per the income statement as follows:
Year ended Period ended
30 June 2008 30 June 2007
£000 £000
Profit/(loss) before tax:
Continuing operations 955 9,666
Discontinued operations (811) (407)
144 9,259
Tax at the UK corporation tax rate of 28% (2007: 30%) 41 2,778
Tax effect of permanent differences 35 39
Tax effect of unrecognised tax losses carried forward and other temporary differences 559 688
Overseas taxes on disposal 2,466 698
Double tax relief (2,231) (698)
Impact of differing tax rates in overseas jurisdictions 62 -
Tax effect of non-taxable negative goodwill - (1,718)
Tax expense for the period/year 932 1,787
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10. EARNINGS PER SHARE

From continuing operations

Year ended Period ended
30 June 2008 30 June 2007
£000 £000
Earnings for the purposes of basic and diluted earnings per share (“EPS")
being net profit for the period attributable to equity holders of the parent 23 6,284
Number Number
Weighted average number of ordinary shares for purposes of basic EPS 729,535,781 420,569,934
Effect of dilutive potential ordinary shares — options and warrants 22,078,162 67,143,088
Weighted average number of ordinary shares for purposes of diluted EPS 751,613,943 487,713,022
From continuing and discontinued operations
Year ended Period ended
30 June 2008 30 June 2007
£000 £000
(Loss)/earnings for the purposes of basic and diluted earnings per share (“EPS")
being net (loss)/profit for the year attributable to equity holders of the parent (788) 6,284
Number Number
Weighted average number of ordinary shares for purposes of basic EPS 729,535,781 420,569,934
Effect of dilutive potential ordinary shares — options and warrants - 67,143,088
Weighted average number of ordinary shares for purposes of diluted EPS 729,535,781 487,713,022

As in the year 30 June 2008, where a loss has occurred, basic and diluted earnings per share are the same because the outstanding share

options and warrants are anti-dilutive.

11. INTANGIBLE ASSETS

Group

Total £000
At 1 January 2006 81
Additions 602
Acquired on acquisition of subsidiaries 10,918
At 30 June 2007 11,601
Foreign currency translation 1,203
Written off during the period (a) (530)
Transfer to held for sale (refer to note 17) (1,858)
Additions 78
At 30 June 2008 10,494
Company

Total £000
At 1 January 2006 17
Additions 389
At 1 January 2007 406
Additions -
At 30 June 2008 406

Costs of exploration and evaluation are capitalised and carried forward during the exploration and evaluation stage.

No amortisation is charged prior to the commencement of production.

a) Subsequent to year end, Zhibek Resources Limited ('Zhibek’), a subsidiary company of Xtract served notice of their desire to terminate
the service agreement in regard to the Beshkent-Togap water injection project. The result of this action is to cease operations in regard
to the project and therefore, all assets held in relation to this project have been written off, including previously capitalised exploration
and development costs of £431,324 and exploration and evaluation assets recognised on acquisition of £98,817.
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Notes to the Consolidated Financial Statements continued

Period ended 30 June 2008

12. PROPERTY, PLANT AND EQUIPMENT

Group
Plantand  Office and computer
machinery equipment Total
£000 £000 £000
Cost
At 1 January 2006 - - -
Additions 48 17 65
Acquisition of subsidiary 178 - 178
Disposals - (1) (1)
At 30 June 2007 226 16 242
Additions 67 16 83
Transferred to assets held for sale (refer to note 17) (261) - (261)
Exchange differences 13 1 14
Disposals (5) (2) (7)
At 30 June 2008 40 31 71
Accumulated depreciation and impairment
At 1 January 2006 - - -
Charge for the period 6 11
At 30 June 2007 6 11
Charge for the year 20 17 37
Exchange differences 1 - 1
Disposals (2) (4) (6)
At 30 June 2008 25 18 43
Carrying amount
At 30 June 2008 15 13 28
At 30 June 2007 220 11 231
Company
Office and computer
equipment Total
£000 £000
Cost
At 1 January 2006 - -
Additions 2 2
At 30 June 2007 2 2
Additions 5 5
At 30 June 2008 7 7
Accumulated depreciation and impairment
At 1 January 2006 - -
Charge for the period - -
At 30 June 2007 — _
Charge for the year 2 2
At 30 June 2008 2 2
Carrying amount
At 30 June 2008 5
At 30 June 2007 2
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13. SUBSIDIARIES

Company

Interests in subsidiaries £000

At 1 January 2006 85

Additions 19,016

At 30 June 2007 19,101

Additions -

At 30 June 2008 19,101

Proportion of
Place of Incorporation Date controlling ownership & voting

Name and Operation interest acquired power held % Principal Activities

Sermines de Mexico S.A. de C.V. Mexico 08/08/05 100 Mining exploration

Xtract Qil Limited Australia 17/02/06 100 Mining exploration and

technology development

Xtract International Ltd UK 15/11/06 100 Holding Company
(formerly Cambrian Qil & Gas Plc)

Zhibek Resources Ltd (i) UK 15/11/06 100 Oil & gas exploration,

development and production

CSJC KNG Hydrocarbons (ii) Kyrgyz Republic 15/11/06 72 Oil & gas exploration

CSJC Zhibek Hydrocarbons (i) Kyrgyz Republic 15/11/06 85 Oil & gas exploration

Zhibek Oil and Gas Limited (i) Kyrgyz Republic 13/11/07 100 Oil & gas exploration

Xtract Energy Holdings Limited UK 03/12/07 100 Holding Company

i) Interest held through wholly owned subsidiary Xtract International Ltd, acquired on 15 November 2006.
i) Interest held through wholly owned subsidiary Zhibek Resources Limited, acquired on 15 November 2006.

All of these subsidiaries have been consolidated for the period of ownership.

Xtract Energy Annual Report & Accounts 2008 | 39 |




Notes to the Consolidated Financial Statements continued
Period ended 30 June 2008

14. INTERESTS IN ASSOCIATES

Details of the Group's associates at 30 June 2008 are as follows:

Group Company
As at As at As at As at
30 June 2008 30 June 2007 30 June 2008 30 June 2007
£000 £000 £000 £000
Opening balance 23,818 412 - 436
Acquired on acquisition of subsidiary - 10,093 - -
Revaluation on acquisition of minority interest - 3,481 - -
Investment in associates (a) 6,953 - 2,862 -
Exercise of options in associate 128 2,973 128 —
Transferred from available for sale investment (b) 818 7,628 818 -
Transferred to available for sale investment (c) (21,021) - (2,151) -
Transferred to investment in subsidiary - (407) - (436)
Disposal of investment in associate (d) (6,847) - (1,667) -
Profit on dilution of interests in associates (e) 1,245 - 10 -
Share of associates losses for the period (1,707) (362) - -
Share of associates’ share based payments reserve 493 - - -
Exchange translation 20 - - -
3,900 23,818 - -

a) Includes additional investments in the Group’s Wasabi Energy Limited and Elko Energy Limited associates during the period. This is
made up of shares purchased for cash of £4,223,407 and Wasabi Energy Limited shares received in return for Aviva Holdings Limited
shares of £2,729,780.

b) Relates to value of Wasabi Energy Limited shares transferred from available for sale assets on becoming an associate in April 2008.

Represents the carrying value of Wasabi Energy Limited transferred to available for sale investments on ceasing to be an associate in

April 2008 and the transfer of MEO Australia Limited carrying value to available for sale investments on ceasing to be an associate in

December 2007.

d) Carrying value of MEO Australia Limited and Wasabi Energy Limited shares disposed during the year.

o

e) Relates to gains made on MEO Australia Limited and Wasabi Energy Limited shares held during the year.
Proportion of
Place of Incorporation Date associate Date associate ownership & voting
Name and Operation interest acquired interest disposed power held % Principal Activities
MEQ Australia Limited (i) Australia 15/11/06 13/12/07 N/A Oil & gas exploration
Elko Energy Limited Canada 15/11/06 N/A 35.24 Oil & gas exploration
Wasabi Energy Limited (i) Australia 02/08/07 21/04/08 N/A  Energy & technology investments
i) Transferred to available for sale investment during the period.
As at As at
30 June 2008 30 June 2007
Aggregated amounts relating to associates £000 £000
Total assets 10,186 39,175
Total liabilities 1,113 773
Revenues 2,938 378
Loss (5,230) (1,707)
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15. FINANCIAL ASSETS

Group Company

As at As at As at As at

Available-for-sale investments . Juneéggg . Juneéggé . Juneéggg . Juneéggg
Opening balance 3,206 - 3,206 -
Unwinding of fair value on transfer to investment in associate (a) (547) - (547) -
Movement in fair value prior to transfer to investment in associate (b) 26 - 26 -
Transferred to investments in associates (c) (818) - (818) -
Transferred from investments in associates (d) 21,021 - 1,934 -
Acquired during the period (e) 424 2,424 - 2,424
Disposed during the period (f) (5,359) - (4,274) -
Movement in fair value (b) (1,991) 782 2,342 782
15,962 3,206 1,869 3,206

a) Fair value adjustments for Wasabi Energy Limited unwound against available-for-sale reserve upon ceasing to be available-for-sale and

becoming an associate.
Movement in fair value of Wasabi Energy Limited shares.
Wasabi Energy Limited shares transferred to investment in associate.

*egooxT

Aviva Holdings Limited and MEQ Australia Limited shares sold during the period.

Available for sale investments comprise the Group’s investment in listed securities, which are held by the Group as strategic investments.

MEOQ Australia Limited shares and Wasabi Energy Limited shares transferred from investment in associate.
MEO Australia Limited shares acquired in the period after the transfer from investment in associate.

The fair value of available for sale investments is based on the share price at 30 June 2008. Available for sale investments held are subject

to currency and market risk, refer to note 23. In the period subsequent to year end, the share price of MEO Australia Limited has declined

significantly, refer to note 28.

Group Company

As at As at As at As at
Derivative financial instruments 30June§ggg 30June£2'ggé 30June§ggg 30June§gg;
Opening balance 9 - 9 -
Purchased during the period (a) 135 406 - 406
Acquired on acquisition - 3,639 - -
Disposals - (1,093) - -
Fair value increase (b) 311 5,082 - -
Transferred to investments in associates (c) (128) (7,628) - -
Transferred to held for trading on exercise of options (304) - - -
Transferred to investment in subsidiary on acquisition of subsidiary (e) - (406) - (406)
Other - 9 - 9

23 9 9 9

Options in Elko Energy Limited and Wasabi Energy Limited purchased during the period.

Fair value increase in held for trading investments during the period. Fair value has been calculated using the Black-Scholes model.

a)
b)
c) Fair value of share options transferred to investments in associates upon exercise of options.
d)

Fair value of share options transferred to held for trading upon exercise of options.

At 30 June 2008, Xtract held 480,000 warrants in Elko Energy Limited, with an expiry date of 20 December 2008 and a strike price of
USD $0.60 per share. The fair value of these warrants at 30 June 2008 is £14,538. Xtract also held 3,665,364 warrants in \Wasabi Energy
Limited, with an expiry date of 27 May 2009 and a strike price of AUD $0.04 per share. The fair value of these warrants at 30 June 2008

is £8,740.
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Notes to the Consolidated Financial Statements continued
Period ended 30 June 2008

16. OTHER FINANCIAL ASSETS

Trade and other receivables

Group Company
As at As at As at As at
30 June 2008 30 June 2007 30 June 2008 30 June 2007
£000 £000 £000 £000
Other debtors 70 189 57 80
Prepayments 60 104 45 3
130 293 102 83

The directors consider that the carrying amount of trade and other receivables approximates their fair value.

Cash and cash equivalents

Group Company
As at As at As at As at
30 June 2008 30 June 2007 30 June 2008 30 June 2007
£000 £000 £000 £000
Cash held and on deposit 6,362 1,582 6,201 952

Cash and cash equivalents comprise cash held by the Group and short-term bank deposits with an original maturity of three months or less.
The carrying amount of these assets approximates their fair value.

17. ASSETS AND LIABILITIES HELD FOR SALE AND DISCONTINUED OPERATIONS

At the balance sheet date certain parts of the Group's assets in the Kyrgyz Republic are expected to be sold within 12 months and
therefore have been classified as a disposal group held for sale and presented separately in the balance sheet. The proceeds of the disposal
are expected to exceed the book value of the related net assets and accordingly the assets and liabilities continue to be recognised at their
carrying value. The major classes of assets and liabilities included as held for sale are as follows:

As at

30 June 2008
£000
Mining exploration rights 426
Exploration and evaluation assets 1,432
Property, plant and equipment 261
Cash and cash equivalents 16
Trade and other receivables 131
Inventories 58
Total assets classified as held for sale 2,324
Trade and other payables 69
Total liabilities classified as held for sale 69
Net assets of the disposal group 2,255
The results of the discontinued operations which have been included in the consolidated income statement, were as follows:
As at Asat
30 June 2008 30 June 2007
£000 £000
Administrative and operating expenses (282) 417)
Gain on disposal of property, plant and equipment 1 10
Operating loss (281) (407)
Write down of intangible assets (530) -
Loss before tax (811) (407)
Attributable tax expense = -
Net loss attributable to discontinued operations (811) (407)

During the year, the operations to be sold used £344,000 of the Group’s operating cash flow, and did not generate or receive any cash in
respect of financing or investing activities.

The effect of discontinued operations on segment results is disclosed in note 5.
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18. DEFERRED TAX

Group Company
As at As at As at As at
30 June 2008 30 June 2007 30 June 2008 30 June 2007
£000 £000 £000 £000
Deferred tax assets 595 312 - -
Deferred tax liabilities (5,595) (7,616) (83) (235)
(5,000) (7,304) (83) (235)

The following are the major categories of deferred tax liabilities and assets recognised by the
current and prior reporting period.

Group and movements thereon during the

Available-for-sale Investment in Investments in
investments associates Intangible assets derivatives Total
Grou P £000 £000 £000 £000 £000
As at 30 June 2007 (235) (3,224) (2,646) (1,199) (7,304)
Charge to income 291 1,315 - (11) 1,595
Charge to equity 1,218 (148) (361) - 709
Transfer (3,853) 2,652 - 1,201 -
As at 30 June 2008 (2,579) 595 (3,007) 9) (5,000)
Available-for-sale Investment in Investments in
investments associates Intangible assets derivatives Total
Company £000 £000 £000 £000 £000
As at 30 June 2007 (235) - - - (235)
Charge to income - 14 - = 14
Charge to equity 138 - - - 138
Acquisition of subsidiary - - - - -
As at 30 June 2008 (97) 14 = = (83)

At the balance sheet date, the Group has available unused tax losses of £5.8 million (2007: £3.8 million) available for offset against future
profits. No related deferred tax asset has been recognised due to the unpredictability of future profit streams. Losses may be carried

forward indefinitely and may be recoverable if suitable taxable profits arise in future periods.

19. OTHER FINANCIAL LIABILITIES
Trade and other payables

Group Company
As at As at As at As at
30 June 2008 30 June 2007 30 June 2008 30 June 2007
£000 £000 £000 £000
Trade creditors and accruals 439 325 353 74
Current tax payable (see note 9) 3,636 698 347 -
Amounts due to related parties (see note 27) - 50 4,293 45
4,075 1,073 4,993 119

The directors consider that the carrying amount of trade payable approximates their face value.
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20. SHARE CAPITAL

As at
30 June 2008

As at
30 June 2007

Company Authorised: £000 £000
1,000,000,000 (2007: 1,000,000,000) ordinary shares of £0.1p each 1,000 1,000
Issued and fully paid:

This comprises issued and fully paid ordinary shares of £0.1p each Number of shares £
At 1 July 2007 704,226,476 704,226
Issue of shares due to warrants exercised at 3.33p per share 1,350,000 1,350
Issue of shares due to warrants exercised at 1p per share 15,000,000 15,000
Issue of shares due to warrants exercised at 1p per share 7,400,000 7,400
Issue of shares due to warrants exercised at 2p per share 6,500,000 6,500
Issue of shares due to warrants exercised at 1p per share 3,088,550 3,089
Issue of shares due to warrants exercised at 2p per share 7,000,000 7,000
Issue of shares due to warrants exercised at 1p per share 7,200,000 7,200
At 30 June 2008 751,765,026 751,765

The company has one class of ordinary shares which carry no right to fixed income.

UNLISTED WARRANTS

Shares issued as a result of warrants exercised generated cash proceeds of £641,886 during the period. After exercises and further grants

during the period, the following warrants remain outstanding at 30 June 2008:
Issued 29 March 2005 — 36,500,000 exercisable at 2p per share
Issued 29 March 2005 — 3,000,000 exercisable at 1.5p per share
Issued 24 April 2006 — 5,000,000 exercisable at 5.5p per share
Issued 22 November 2006 — 7,213,475 exercisable at 5.5p per share
Issued 1 January 2007 to 1 January 2008 — 1,200,000 exercisable at 6p per share
Issued 1 February 2008 to 1 March 2008 — 200,000 exercisable at 10p per share
Issued 9 July 2007 - 4,500,000 exercisable at 8p per share
Issued 9 July 2007 — 1,000,000 exercisable at 10p per share
Issued 9 July 2007 — 1,000,000 exercisable at 12p per share
Issued 15 January 2008 — 250,000 exercisable at 8p per share
Issued 15 January 2008 — 250,000 exercisable at 10p per share
Issued 15 January 2008 — 250,000 exercisable at 12p per share
Issued 21 January 2008 — 500,000 exercisable at 8p per share

All of the above warrants entitle the holder to one fully paid share in the Company upon payment of the warrant exercise price per share.

All warrants vest either immediately or within 3 years of issue and expire within 3 years of vesting.
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21. RECONCILIATION OF CHANGES IN EQUITY

Share Foreign
Share based currency
Share premium payments  Available for Revaluation translation Retained Minority
capital account reserve sale reserve reserve reserve earnings Interest Total Equity
Group £000 £000 £000 £000 £000 £000 £000 £000 £000
At 1 January 2006 199 1,756 33 - - - (220) - 1,768
Issue of shares 505 22,641 - - - - - - 23,146
Share based payments expense - - 378 - - - - - 378
Share issue expenses = (597) = = = = = = (597)
Gain on revaluation of
available-for-sale investments - - - 782 - - - - 782
Deferred tax on revaluation of
available-for-sale investments - - - (235) - - - - (235)
Revaluation on acquisition of
subsidiaries - - - - 962 - - - 962
Exchange differences on translation - - - - - (18) = = (18)
Minority interest arising on acquisition
of subsidiary - - - - - - - 5,007 5,007
Issue of shares by subsidiary - - - - - - - 995 915
Acquisition of minority interest - - - - - - - (7,281)  (7,281)
Profit for the period - - - - - - 6,284 1,188 7,472
At 30 June 2007 704 23,800 411 547 962 (18) 6,064 (91) 32,379
Share Foreign
Share based currency
Share premium payments  Available for Revaluation translation Retained Minority
capital account reserve sale reserve reserve reserve earnings Interest Total Equity
Group £000 £000 £000 £000 £000 £000 £000 £000 £000
At 1 July 2007 704 23,800 411 b47 962 (18) 6,064 (91) 32,379
Issue of shares 48 594 - - - - - - 642
Share based payments expense - - 200 - - - - - 200
Movement in share based payments
reserves of associates - - 493 - - - - - 493
Tax effect of movement in share
based payments reserves of
associates - - (148) - - - - - (148)
Loss on revaluation of
available-for-sale investments - - - (1,963) - - - - (1,963)
Unwinding of fair value on transfer to
investment in associate - - - (547) - - - - (547)
Tax effect of unwind of fair value on
transfer to investment in associate - - - 164 - - - - 164
Deferred tax on revaluation of
available-for-sale investments - - - 376 - - - - 376
Transfer of available-for-sale
reval.ua‘uons to Income statement _ _ _ (2,236) _ _ _ _ (2,236)
on disposal
Transfer of deferred tax on revaluation
of available-for-sale assets on disposal - - - 678 - - - - 678
Currency translation differences - - - - - 1,190 - - 1,190
Tax effect of currency translation
differences - - - - - (361) - - (361)
Profit for the period - - - - - - (788) - (788)
At 30 June 2008 752 24,394 956 (2,981) 962 811 5,276 (91) 30,079
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21. RECONCILIATION OF CHANGES IN EQUITY (continued)

Share based
Share premium payments Available for Retained

Share capital account reserve sale reserve earnings Total Equity
Company £000 £000 £000 £000 £000 £000
At 1 January 2006 199 1,756 88 - (170) 1,818
Issue of shares 505 22,641 - - - 23,146
Share based payments expense - - 378 - - 378
Share issue expenses — (597) = = — (597)
Gain on revaluation of available
for sale investments - - - 782 - 782
Deferred tax on revaluation of available
for sale investments - - - (235) - (235)
Loss for the period - - - - (907) (907)
At 30 June 2007 704 23,800 411 547 (1,077) 24,385
Issue of shares 48 594 - - - 642
Share based payments expense - - 200 - - 200
Unwind of fair value on transfer to
investment in associate - - - (547) - (547)
Tax effect of unwind of fair value on
transfer to investment in associate - - - 164 - 164
Gain on revaluation of available
for sale investments - - - 1,973 - 1,973
Deferred tax on revaluation of available
for sale investments - - - (827) - (827)
Transfer of available-for-sale
revaluations to income statement
on disposal - - - (2,669) - (2,669)
Transfer of deferred tax on revaluation
of available-for-sale assets on disposal - - - 801 - 801
Exchange differences on translation - - - - - -
Loss for the period - - - - (703) (703)
At 30 June 2008 752 24,394 611 (558) (1,780) 23,419

Available for sale reserve
The available for sale reserve is used to recognise fair value changes on available-for-sale investments.

Foreign Currency Translation reserve
The foreign currency translation reserve is used to record exchange differences arising from translation of the financial statements of
foreign subsidiaries.

Share based payments reserve
The share based payments reserve is used to recognise the equity component of share base payments.

Revaluation Reserve
The revaluation reserve is made up of the revaluation of the assets of Xtract Qil Limited upon the piecemeal acquisition of that company.
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22. NOTES TO THE CASH FLOW STATEMENT

Group Company
Year ended Period ended Year ended Period ended
30 June 2008 30 June 2007 30 June 2008 30 June 2007
£000 £000 £000 £000
(Loss)/profit for the year/period (788) 7,472 (703) (907)
Adjustments for:
Share of results of associates 1,707 362 - -
Investment revenue (207) (99) (193) (77)
Other gains and losses (4,617) (5,968) (984) 9)
Income tax expense 932 1,787 274 -
Government grants (119) (66) = =
Depreciation of property, plant and equipment 38 11 2 -
Negative goodwill released to income - (5,730) = =
Share-based payments expense 200 152 200 152
Due diligence fee income (74) - - -
Gain on disposal of property, plant and equipment @) (10) - -
Operating cash flows before movements in working capital (2,929) (2,089) (1,404) (841)
Increase in inventories (42) 2) - -
Decrease/(increase) in receivables 31 175 19) (62)
Increase in payables 134 172 234 15
Cash used in operations (2,806) (1,744) (1,189) (888)
Income taxes paid - - - -
Interest paid - 128 - 119
Foreign exchange differences 375 (18) 68 -
Net cash used in operating activities (2,431) (1,634) (1,121) (769)

Xtract Energy Annual Report & Accounts 2008 | 47 |




Notes to the Consolidated Financial Statements continued
Period ended 30 June 2008

23. FINANCIAL INSTRUMENTS

CAPITAL AND LIQUIDITY RISK MANAGEMENT

The Group manages its capital to ensure that entities in the Group will be able to continue as going concerns while maximising the return to
stakeholders through the optimisation of the debt and equity balance. The Group is not subject to externally imposed capital requirements.
The capital structure of the Group consists of cash and cash equivalents and equity attributable to equity holders of the parent, comprising
issued capital, reserves and retained earnings as disclosed in notes 20 and 21.

The Group manages its liquidity through orderly and planned realisation of existing investments in order to fund investment in new
opportunities and provide working capital for operating costs and overheads.

The Group currently has no debt and as such does not review its gearing ratio at present.

SIGNIFICANT ACCOUNTING POLICIES

Details of the significant accounting policies and methods adopted, including the criteria for recognition, the basis of measurement and the
basis on which income and expenses are recognised, in respect of each class of financial asset, financial liability and equity instrument are
disclosed in note 2 to the financial statements.

CATEGORIES OF FINANCIAL INSTRUMENTS
The Group calculates the fair value of assets and liabilities by reference to amounts considered to be receivable or payable at the balance
sheet date. The Group's financial assets and liabilities, together with their fair values are as follows:

Book value Fair value
00 o0 00 o0
Financial assets
Cash and cash equivalents 6,362 1,582 6,362 1,582
Available for sale assets 15,962 3,206 15,962 3,206
Derivative financial instruments 23 9 23 9
Trade and other receivables 130 293 130 293
Assets held for sale 2,324 - 2,324 -
24,801 5,090 24,801 5,090
Financial liabilities
Trade and other payables 439 375 439 375
Liabilities directly associated with assets held for sale 69 - 69 -
508 375 508 375

Market values have been used to determine the fair value of available for sale assets. The fair value of held for trading assets has been
calculated using the Black-Scholes model. The fair value of borrowings has been calculated by discounting the expected future cash flows
at prevailing interest rates. The fair value of other financial assets has been calculated using market interest rates.

The Company'’s financial assets and liabilities, other than trade receivables and payables, together with their fair values are as follows:

Book value Fair value
00 o0 00 o0
Financial assets
Cash and cash equivalents 6,201 952 6,201 952
Available for sale assets 1,869 3,206 1,869 3,206
Loans to subsidiaries 802 980 802 980
Derivative financial instruments 9 9 9 9
Trade and other receivables 102 83 102 83
8,983 5,230 8,983 5,230
Financial liabilities
Trade and other payables 353 119 353 119
Loans from subsidiaries 4,293 - 4,293 -
4,646 119 4,646 119
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23. FINANCIAL INSTRUMENTS (continued)

MARKET RISK
The Group's activities subject it primarily to the financial risks of changes in the market prices of equities and changes in foreign currency
exchange rates. The Group applies a continuous review process to manage its exposure to foreign currency and equity price risk:

» Equity prices of the Group's holdings are monitored by senior management on a daily basis.

» The Board has established strategies for each of the respective holdings based on their expectations of likely movements in equity prices
and the desired balance of the Group's investment portfolio.

» These strategies are updated on a regular basis to reflect actual market data and the changing needs of the business.
» The respective exchange rates of the currencies for which the Group holds significant balances are monitored on a daily basis.

» Known cash requirements in the respective currencies in which the Group transacts are matched against cash reserves and any short
falls are addressed through transfers throughout the longest practical timeframes in order to minimise as best as possible foreign
currency risk.

Foreign currency sensitivity analysis
The group is mainly exposed to the US dollar and Australian dollar.

The following table details the Group's sensitivity to a 10% increase and decrease in Sterling against the US dollar and Australian dollar.
10% represents management's assessment of a reasonably possible change in the foreign exchange rates. The sensitivity analysis
includes only outstanding foreign currency denominated monetary items and adjusts their translation at the period end for a 10% change
in the foreign currency rates. A positive number below indicates an increase in the profit and other equity where the sterling strengthens
against the relevant currency. For a 10% weakening there would be an equal and opposite impact on the profit and other equity, and the
balances below would be negative.

Australian Dollar impact US Dollar impact

2008 2008

£000 £000

Profit or loss 539 105

Equity price sensitivity analysis

The sensitivity analyses below have been determined based on the exposure to equity price risks at the reporting date. The chosen
sensitivity is a 50% increase/decrease in equity prices, based on management’s assessment of the underlying assets in the portfolio
and the current market conditions.

If equity prices had been 50% higher/lower at the period end:
Other equity reserves would increase/decrease by £8,053,239 (2007: £1,611,988) for the Group before taxation effects, as a result of the
changes in fair value of available for sale investments.

INTEREST RATE RISK
The following table sets out the carrying amount, by maturity, of the Group's financial instruments that are exposed to interest rate risk:

Less than one year Total
As at 30 June 2008 £000 £000
Floating rate
Cash and cash equivalents 6,362 6,362
Less than one year Total
As at 30 June 2007 £000 £000
Floating rate
Cash and cash equivalents 1,582 1,582
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The following table sets out the carrying amount, by maturity, of the Company’s financial instruments that are exposed to interest rate risk:

Less than one year

As at 30 June 2008 £000

Total
£000

Floating rate

Cash and cash equivalents 6,201 6,201
Less than one year Total
As at 30 June 2007 £000 £000
Floating rate
Cash and cash equivalents 952 952
CREDIT RISK
The Group's principal financial assets are bank balances and cash, trade and other receivables and investments. An allowance for
impairment is made where there is an identified loss event, which is evidence of a reduction in the recoverable cash flows.
The credit risk on liquid funds is limited because the counterparties are banks with high credit-ratings assigned by international
credit-rating agencies.
24. EXPENDITURE COMMITMENTS
At the balance sheet date the Group and Company have outstanding commitments under non-cancellable operating leases, which fall
due as follows:
Group Company
As at As at As at As at
30 June 2008 30 June 2007 30 June 2008 30 June 2007
£000 £000 £000 £000
Operating lease rentals
Within one year 47 41 47 41
Within the second to fifth years inclusive 28 82 28 82
75 123 75 123
Capital expenditures
Within one year 503 454 206 181
Within the second to fifth years inclusive 129 419 129 362
632 873 335 543

The expenditure commitments relate to various annual mining lease rental and work programme capital expenditures. The capital

expenditure commitments are subject to variation on application to the relevant governmental authority.
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25. SHARE BASED PAYMENTS

The Company has issued share warrants to certain employees and officers of the Group, along with external third parties. The vesting date
of warrants are outlined below. If the warrants remain unexercised after the relevant time period from the date of grant the warrants expire.
Details of the share warrants outstanding during the period are as follows.

Year ended 30 June 2008 Period ended 30 June 2007

Weighted average Weighted average

Number of share exercise price Number of share exercise price

warrants £ warrants £

Outstanding at beginning of period 15,713,475 0.048 3,000,000 0.15

Granted during the period 8,650,000 0.088 12,713,475 0.055
Forfeited during the period - -
Exercised during the period - -
Expired during the period - -

Outstanding at the end of the period 24,363,475 0.062 15,713,475 0.048
Exercisable at the end of the period 24,363,475 15,713,475

No share warrants were exercised during the period. The warrants outstanding at 30 June 2008 had a weighted average exercise price

of £0.062, and a weighted average remaining contractual life of 1.68 years. Refer below for details of options issued in the year ended 30
June 2008. All share-based payments to Director's and employees are recognised as an expense in the income statement over the vesting
period of the options.

Equity-settled Directors’ and employee share warrants

The company granted 5,500,000 share options to directors on 9 July 2007, with an aggregated estimated fair values of £154,703 and
weighted average contractual life of 2.57 years. Of these options, 3,500,000 vested on 9 July 2007, with 1,000,000 vesting on 8 July 2008
and 1,000,000 vesting on 8 July 2009. The weighted average exercise price of these options was £0.091. All share-based payments to
Director’'s and employees are recognised as an expense in the income statement over the vesting period of the options.

The inputs into the Black-Scholes model are as follows:

Weighted average share price GBP 6.75p
Weighted average exercise price GBP 9.1p
Expected volatility 76.88%
Expected life in years 3-5 years
Risk-free rate 6.08%
Expected dividend yields 0%

The company issued a further 750,000 share options to directors on 15 January 2008, with an aggregated estimated fair values of £13,096
and weighted average contractual life of 3.55 years. Of these options, 250,00 vested on 15 January 2008, with 250,000 vesting on 15 January
2009 and 250,000 vesting on 15 January 2010. The weighted average exercise price of these options was £0.010. All share-based payments
to Director's and employees are recognised as an expense in the income statement over the vesting period of the options.

The inputs into the Black-Scholes model are as follows:

Weighted average share price GBP 5.5p
Weighted average exercise price GBP 8.0p
Expected volatility 65.55%
Expected life in years 3-5 years
Risk-free rate 5.86%
Expected dividend yields 0%
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25. SHARE BASED PAYMENTS (continued)

Equity-settled payments to Employees of Cambrian Mining
The company granted 1,000,000 share warrants to employees of Cambrian Mining on 9 July 2007.

The inputs into the Black-Scholes model are as follows:

Weighted average share price GBP 6.8p
Weighted average exercise price GBP 8.0p
Expected volatility 76.88%
Expected life in years 3 years
Risk-free rate 6.08%
Expected dividend yields 0%

These inputs resulted in a Market Option Value of £0.007p per share. Total fair value of £29,815 is recognised in the income statement.

Equity-settled payments to RAM Partners SA
The company granted share warrants to RAM Partners SA on the basis of 100,000 share options per month for the period January 2007
to March 2008.

The inputs into the Black-Scholes model are as follows:

Weighted average share price GBP 5.5p
Weighted average exercise price GBP 6.0p
Expected volatility 70%
Expected life in years 3 years
Risk-free rate 5.25%
Expected dividend yields 0%

These inputs resulted in a Market Option Value of £0.02 per share. Total fair value of £28,524 is recognised in the income statement.

The warrants were issued to RAM Partners in relation to investor and public relations services provided. Though these warrants were
issued in exchange for goods and services, the fair value of the goods and services is determined by the fair value of the option rather than
the fair value of the option being measured with reference to the fair value of those services as no fixed value of the services provided was
stipulated in negotiating the issue of the options.

Equity-settled payments to Other Contractors
The company granted 150,000 share warrants to Craig Hasson for contract services provided.

The inputs into the Black-Scholes model are as follows:

Weighted average share price GBP 3.1p
Weighted average exercise price GBP 8.0p
Expected volatility 71.9%
Expected life in years 3 years
Risk-free rate 5.5%
Expected dividend yields 0%

These inputs resulted in a Market Option Value of £0.0025 per share. Total fair value of £1,001 will be recognised in income statement over
the vesting period of the options.
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Equity-settled payments to Directors of Subsidiary Companies
The company granted 175,000 share warrants each to Oil and Gas Worx Limited and lan Ennis and Company Limited for contract
services provided.

The inputs into the Black-Scholes model are as follows:

Weighted average share price GBP 3.1p
Weighted average exercise price GBP 8.0p
Expected volatility 71.9%
Expected life in years 3 years
Risk-free rate 55%
Expected dividend yields 0%

These inputs resulted in a Market Option Value of £0.0025 per share. Total fair value of £2,336 will be recognised in income statement over
the vesting period of the options.

The warrants were issued to Oil and Gas Worx Limited and lan Ennis and Company Limited in relation to services provided for the Groups’
operations in the Kyrgyz Republic.

The Group recognised total expenses of £199,799 and £152,241 related to equity-settled share-based payment transactions in 2008 and
2007 respectively.

The amount recognised in equity relating to share-based payments at the balance sheet date was £956,058 (2007: £410,660).

26. GOING CONCERN
Historically, the Group's portfolio of listed investments has provided a relatively liquid source of funding when required.

At 30 June 2008, the Group's available for sale investment portfolio, which consists of investments in MEO Australia Ltd of 59,147,814
shares at AUD 0.495 and in Wasabi Energy Ltd, of 153,176,786 shares at AUD 0.026, which had a total market value of £15,962,000. At
30 September 2008, the MEOQ share price had fallen to AUD 0.21 and Wasabi to AUD 0.021 caused by prevailing conditions across equity
markets. This has, resulted in a decrease to the market value of the portfolio to £7,060,539.

At prevailing share prices, the majority of the available for sale portfolio would need to be realised in order to meet committed investments
and budgeted operating costs and overheads. Consequently, there is a material uncertainty in that a further decrease in the market value of
the investment portfolio would cast a significant doubt as to the Group's ability to continue as a going concern and therefore to realise its
assets and discharge its liabilities in the normal course of business.

Having taken into account this material uncertainty, the Directors have a reasonable expectation that the group will be able to continue as
a going concern and therefore the financial statements have been prepared on this basis.

27. RELATED PARTY TRANSACTIONS

Transactions between the Company and its subsidiaries, which are related parties, have been eliminated on consolidation and are not
disclosed in this note. Transactions between the Group and its associates are disclosed below.

Remuneration of key management personnel
The remuneration of the directors, who are the key management personnel of the Group, is set out below in aggregate for each of the
categories specified in IAS 24 Related Party Disclosures.

2008 2007

£000 £000

Short-term employee benefits (a) 331 150
Share-based payment 168 142
499 292

a) Payments to Abacus London Limited of £1,400 during the year relate to consultancy services provided by Ms Susan Wickerson,
a director of the Company.

The remuneration of directors and key executives is determined by the remuneration committee having regard to the performance of
individuals and market trends.
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27. RELATED PARTY TRANSACTIONS (continued)

OTHER RELATED PARTY TRANSACTIONS
During the year the Group entered into transactions with other related parties.

Transactions with ultimate parent entity Cambrian Mining plc and subsidiaries (“Cambrian”)
Amounts owed to Cambrian Mining plc, Xtract's ultimate parent entity, as at 30 June 2008 totaled £70,815 (2007: £49,786).

During the period Xtract was charged for management services by Cambrian Mining plc totaling £159,989 (2007: £48,000).

Transactions with investee company Wasabi Energy Limited.

During the period Xtract agreed to sell its holding of 61.5 million ordinary shares in Aviva, together with an interest in a steel-making
technology, to Wasabi in exchange for the issue of 175 million new Wasabi ordinary shares together with 25 million warrants exercisable
at a price of A$0.03 per Wasabi share. Subsequently Xtract sold 132 million of its Wasabi shares. Following these transactions, Xtract held
153,176,789 shares in Wasabi representing 19.0% of the issued capital in Wasabi as at balance date.

Transactions with associate company Elko Energy Limited

During the period, Xtract, via its wholly owned subsidiary Xtract International Ltd participated in share capital raisings and thereby increased
its investment in Elko. Following these transactions, Xtract International Limited held 33,800,000 shares in Elko, representing 35.1% of the
issued capital in Elko as at the balance date. As part of the capital raising by Elko, Xtract Energy received a due diligence fee for services
provided as part of the capital raising of £74,482 and a fee relating to brokerage services of £181,443.

28. EVENTS AFTER THE BALANCE SHEET DATE

INVESTMENT WITH MERTY ENERGY

On 16 July 2008 Xtract entered into an agreement to establish a joint venture operation with Merty Energy, Petroleum Exploration,
Educations and Services (‘Merty’), Inc, a Turkish company. At this time Xtract provided funding of USD $1.5 million as part of the deal.
On 1 August 2008, Xtract signed a definitive agreement with Merty to establish a new company in which Xtract would initially take a
20% holding, with the opportunity to increase this before 30 June 2009. On this date Xtract contributed a further USD $2 million, along
with another USD $1.5 million on 1 October 2008. The new company, Extrem Energy A.S., will be involved in Oil and Gas exploration
and drilling both onshore and offshore in Turkey, on licenses previously granted to Merty, which are being provided to the new company
as part of the deal.

BESHKENT-TOGAP PROJECT

Subsequent to year end, Zhibek Resources Limited ("Zhibek’), a subsidiary company of Xtract served notice of their intent to terminate the
service agreement in regard to the Beshkent-Togap water injection project. The result of this action is to cease operations in regard to the
project and therefore, all assets held in relation to this project have been written off, refer to note 17 for further details.

MOROCCO OIL SHALE

On the 23 July 2008, Xtract established a joint venture company with Alraed Limited Investment Holding Company WLL, to evaluate and
develop oil shale projects in Morocco. Xtract has a 70% ownership stake in the joint venture. The joint venture company, Xtract Energy
(Qil Shale) Morocco SA, signed on 29 July 2008 a Memorandum of Understanding with the Office National des Hydrocarbures et des
Nines in Morocco for the purposes of evaluation and possible development of an oil shale deposit near Tarfaya, in south west Morocco.

DECLINE IN SHARE PRICE OF MEO AUSTRALIA LIMITED

In the period subsequent to year end the share price of available for sale investment MEQO Australia has declined from AUD $0.495 at

30 June 2008 to AUD $0.16 at 13 October 2008. This has an impact of reducing the value of that investment and available for sale reserve
of £10,615,887 at prevailing exchange rates. Management do not see this as a permanent decrease in the value of this investment,
therefore there is no impact to the income statement of this movement.
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